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Robert W. Quinn, Jr. Suite 1000
Federal Government Affairs 1120 20th Street NW
Vice President & Director Washington DC 20036
) 202 457 3851
FAX 202 457 2545
May 17, 2002
VIA ELECTRONIC FILING
Ms. Marlene Dortch
Secretary

Federal Communications Commission
445 12% St., SW, Room TWB-204
Washington, DC 20554

Re: Notice of Ex Parte Contact ,
FCC Seeks Comment On AT&T Request to Contribute to Universal Service
Based on Projected Revenues, CC Docket No. 96-45, DA No. 02-376

Federal-State Joint Board on Universal Service, CC Docket No. 96-45; 1998
Biennia] Regulatory Review — Streamlined Contributor Reporting Requirements
Associated with Administration of Telecommunications Relay Service, North
American Numbering Plan, I.ocal Number Portability, and Universal Service
Support Mechanisms, CC Docket 98-171; Telecommunications Services for

Individuals with Hearing Speech Disabilities and the Americans with Disabilities
Act of 1990, CC Docket No. 90-571; Administration of the North Americ;an

Numbering Plan and North American Numbering Plan Cost Recovery
Contribution Factor and Fund Size, CC Docket No. 92-237, NSD File No. L-00-
72; Number Resource Optimization, CC Docket No. 99-200; Telephone Number
Portability, CC Docket No. 95-116; and Truth-in-Billing and Billing Format, CC
Docket No. 98-170 v

Dear Ms._ Dortch:

Adviser to Commissioner Martin, to discuss issues related to aforementioned dockets.
We stressed the need for the Commission to permanently fix the universal service

contribution mechanism by adopting a per connection assessment methodology consistent

with AT&T’s and other carrier’s comments as soon as possible for implementation on

January 1, 2003. We explained how that mechanism would work and also addressed how

such a system would be entirely consistent with the act as well as prior Commission
Orders.
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In addition, we distributed a copy of AT&T’s May 15, 2002 ex parte with respect
to AT&T’s Request to Contribute to Universal Service Based on Projected Revenues.

oo~ We stressed-the need-for-the-Commission-to-grant AT& T s-request to;-on-an-interim-————- -~

basis, contribute to universal service based on projected revenues as a first step towards
reforming the universal service assessment and collection mechanism. We highlighted
the fact that the current assessment mechanism (which assesses AT&T, and consequently
AT&T’s customers, based on six-month old revenue data) results in AT&T’s customers
bearing a disproportionately higher share of the universal service contribution in the long
. distance marketplace. That fact is reflected in the current AT&T collection rate of 11.5%
versus other carriers in the marketplace whose collection rates are significantly lower due
solely to the fact that their interstate revenues are increasing. We reiterated that the
current assessment mechanism, which bases assessment on (six-month old) interstate
revenues, is irretrievably broken. AT&T’s waiver would represent a first step at
addressing the current inequitable mechanism, but that it should be only a first step.

One electronic copy of this Notice is being submitted in accordance with the

Commission’s rules.

Sincerely,

/;)M i awmﬁ

Attachment

cc: Dan Gonzalez
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An I]lustratlve Attrlbutlon Analysxs of the Current Federal USF Mechamsms
- - Assessment Vs. Recovery Rates

Qu f-ferlyAssessment Mechamsm

e - BasehneAssumpnons.._.
A |Contribution Factor 6.81/o AsPubhshedbythe FGC/USACThroughFOC's QuarteﬂyPubthohcs
1 o _ AsRepormd ByTheTeleeommumeauonsCamerToTheUSACInThelrFom 499Q. Note:
S Revenues RepodenACamer's 499Q Includes Their Interstate and International Retail Revenues
B USF AssessmentBase | § 100,0%000 g _ Plus Their USF Collection For Any Given Quarter.
C=A*B. USF Obhgahon , $ 6 810,000 EgpectedUSACsQuarterlyBﬂhngoThatTeleemnmummnonCamer
Quarterly Recovery Mechamsms
3 o , ' Recovered L
: , S ‘ Recovery Ré;te '_RecoveryBixs,e | Amount _Remarks_
|D_____ |NolLag/No Adjustments __6.81%| $ 100,000,000 $ 6,810,000 Recovery= Assessment
e R o R Assummghxstonwlreeovelyrateas 10%
! , and non-USF revenue as R.
) L - Then R+(R*.10) = $100,000,000
: Line D Adjusted To : : : ol or R=($100,000,000/1.1) =$90,909,001 .
E B} -.Exclud'e.USF Revenues . 7.49% $ 90,009,001!$ 6,810,000 ** SEE NOTE BELOW. -
| . - . Assummg 5%_Uneoﬂectib1es;USF charges| -
. Lme E Adjusted for - S o - will ot be collected from 5% of the revenue !
E___|Uncollectible Revenues _7.80%[ $ 86,363,636 | $ . 6,810,000 fbase . .
o - N - : - |Assuming revenues have declined by 25%
_ Lme F AdJuSted for , over the past 6 months. As a result, USF
o Declining Revenue Base | : ] ~|obligation will be recovered from a smaller
16 |(e.lag Effect) __10.51%| $ 64,772,727 | $ 6-,8—1_0‘-,00‘0 {revenue stream.
R |Line GAdjusted for - - ' Aésimiing‘ip% Unbillables - 10% of the
H_ Unbﬂlable—Revevenues 11.68% $ 58,295,455__ $ 6 81o,ooo revenu‘ebaSeeannotbebilledUSFchaE

. File: 1-15-2002_UPDATED_ Illusttgtwe Example of USF RecoveryandAsssment Ratw

Worksheef Mustiative Example

** NOTE: A'l‘elecommummtxonCamer's ReportedRevemleIncluded'l‘helrUSFColleehonDtmngThatPeuod. InOxderToFshmateandBack—OutThose USFRevemmOneNeedTo
. ‘ UseTheereoovexyRateForThatHistoncal Penod. For'l‘hstnalys:sItIsAmedToBe 10%:

Date: 1/;'5/2002
AT&T 1L&PP




An Illustratlve Attrlbutlon Ana1y51s of the Current Federal USF Mechamsms
- Assessment Vs. Recovery Rates

Quarterly Assessment Mechamsm

Baselme Assmgghons- '
A _|Contribution Factor 6.81% _ AsPubhshecvatheFOC/USACThmugh Foc'souanempubhenmces
, ' - R ’ ) oo AsRepoxtedByTheTeleeommumcanonsCamerToThe USACIn Their Form 499Q Note:
: - . 2o .| Revenués ReportedInACamer's 499Q Includes Their Interstaté and International Retail Revenues
B |USFAssessmentBase : | § . 100-,ooo,ooo- : Phus Their USF Collection For Any Given Quarter.
C = A *B USF Oblgganon $ 6 810,000 ExpectedUSAC's erterlﬂ!nllmjl‘o That 'I‘eleeommumeat:on Carrier

Quarterly Recovery Mechamsms WITH INCREASING REVENUE BASE

: B ‘ | Recovered
- o , i RecoveryRate Re_cov_ejyjase Amount Remarks
D |Nb Lag/No Adjustments 6.81%| $ 100,000,000 | $ 6:810,000 Regovery= Assessment |
C i ' S ’ - T . Assummghlstonealrecoveryrateaslo%
i Jand non-USF revenue as R.
. _'IhenR+(R* ,0681) = $100,000,000
. LlneDAd_]usted To - _ ] ‘ |or R=($100,000,000/1.0681)
|E |Exclide USF Revenues T:27%| § 93,624,192 | § - 6,810,000 |=$03.624,192 . ** SEE NOTE BELOW:
e e e Assuming revenues have INCREASED by
'.Ll.neE Ad_u_lstedfor o . |20% over the past 6 months. As a result,
: Increasing Revenue Base - A R 3 - |USF obligation will be recovered from a
F . (I’;e LagEffect) _6.06%| $ - 112,349,031 | $ 6,810,000 |HIGHER revenuestream.
| . R B ' Assuming 1% Uncollectibles — USF charges | .
1 ALlneFAdjustedfor . R R B mllnotbeoollectedfroml%oftherevenue,
G .U'ncollectlble Revenues ) 3 '._._._o;.fgg%. $ 106,731,579 | $ 6,810,000 |base . .
: l ) P L o . Assummgo%UnbilIables-—NO
o R ‘hneGAdJllstedfor 2 o : REVENUES SHOULD BE EXCLUDED
g |: S Unbillable: Revevenues :-___-6.38% $_ 106,235579 $ 6 81o,ooo FOR UN-BILLABLES :

b NO’I‘E. A'l‘elejeommumeahon Camex’s Reported Revenue IndudedThen' USFOollectlon Dunng That Penod. In Order To Est:mate and Back-OutThose USF Revennes One NeedTo
R : UseThe;rReeovuyRabeForThatHlsbonealPeriod.For’l‘hisAnalyssttIsAssnmedToBeG.Sl% ’

Fxle~ 1-15-2002 UPDATED Illnstratme Example of UsF Reeovery and Aesessment Rates

Worksheet: INCREASING REVENUE

J*

USFAMOUNTOVER COLLECI'EDPER 'UARTERBY'IHIS GARRIERIFTHEYUSE USAC': RATFS OF 6.81% =

Date: 1/15/2002 ‘
" AT&TL&PP



